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Foreword 
  Responding to the growing concern for the effects of trade liberalization on regional 
agriculture, the CGPRT Centre started a research project “Effects of Trade Liberalization on 
Agriculture in Selected Asian Countries with Special Focus on CGPRT Crops (TradeLib)” in 
March 1997, in collaboration with partners from ten countries: China, India, Indonesia, Japan, 
Malaysia, Pakistan, Philippines, Republic of Korea, Thailand and Vietnam. In all these 
countries, important issues regarding trade liberalization were investigated with an identical 
research framework by national experts. 
 
  The investigation covers major crops which might receive either favorable or 
unfavorable effects of trade liberalization both in export and import. I believe that readers of the 
reports can obtain broad and practical knowledge on institutional aspects of the effects of trade 
liberalization; moreover, the information will be useful for researchers and policy planners in 
other countries in the region. A volume which includes more commodity and location-oriented 
study on the same subject will follow. I would like to note that, since this project was conceived 
and started before the current currency and economic crisis began in the middle of 1997, the 
analysis handles basically the period before the crisis with possible current information.   
 
I am pleased to publish Effects of Trade Liberalization on Agriculture in Pakistan: 
Institutional and Structural Aspects as one of the fruits of the project. I certainly hope this 
report will be fully utilized for the improvement of agricultural trade and the encouragement of 
regional agriculture.  
 
  I thank Dr Muhammad Ramzan Akhtar of Pakistan for his intensive research and the 
National Agricultural Research Centre for allowing him to work with us and for providing 
continuous support. Dr Boonjit Titapiwatanakun ably coordinated the various complex steps in 
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Executive  Summary 
This country study is a part of a major project of the Asian region initiated by the United 
Nations ESCAP CGPRT Centre, Bogor, Indonesia, entitled “Effects of Trade Liberalization on 
Agriculture in Selected Asian Countries with Special Focus on CGPRT Crops (TradeLib)” 
launched in Indonesia, the Philippines, India, Thailand, Pakistan, China, Vietnam, Malaysia, 
Japan and South Korea. This project is a continuation of the Centre’s earlier project on “Market 
Prospects of Upland Crop Products and Policy Analysis in Selected Asian Countries 
(MPUPA)” implemented in seven Asian countries including Indonesia, the Philippines, India, 
Thailand, Pakistan, China, and Vietnam. The TradeLib project will be completed in three years 
in three parts consisting of an institutional study, a commodity study, and a location-commodity 
specific agricultural study. The present country study on Pakistan is a first year study covering 
the institutional part of the project. The major objective of this institutional study was to 
highlight and analyze institutional aspects of trade liberalization, including a review/analysis on 
history of the trade regime, various trade-related government policies, infrastructure related to 
foreign trade, and analysis of trade-related indicators. 
As in most developing countries, agriculture in Pakistan also occupies an important 
place because of its share in the economy in terms of its contribution to national income and 
employment. Although its share in the economy has been slowly decreasing (around 24% of 
GDP in 1996/97) and that of non-agriculture slowly increasing, agriculture employs more than 
50% of the labour force, and directly or indirectly earns around 70% of the foreign exchange 
from exports. Crops remain the most important sub-sector, but livestock now accounts for more 
than 30% of agricultural GDP, and the share of minor crops, forestry, and fisheries has 
increased slightly. 
There is no direct government intervention in the production and investment decisions of 
farmers in the country. However, the government indirectly intervenes through the legal, 
material and economic environment in which the producers of various agricultural commodities 
operate. In the past, the government intervened considerably in the agriculture sector through 
output and input markets, fixing support prices below world prices, research, extension, etc. 
Compared to international market prices, domestic prices of most of the commodities were low, 
and a significant quantity of resources was transferred from agriculture to the industrial sector, 
which is also indirectly dependent on the agricultural sector. Government fully enjoyed a 
monopoly on export and import of agricultural traded goods. In recent years, direct intervention 
by the government has diminished considerably, and now the private sector is allowed to 
participate in the export and import business of many agricultural commodities. For example, 
now the private sector is allowed to export cotton and rice, the main export products of the 
country. However, the government is still involved in output markets and distorts market 
signals, and prices of agricultural commodities are not market determined, implying that all 
forms of price support controls, subsidies for import of wheat, taxes on cotton exports, duties on 
sugar imports and quantitative restrictions, and other trade related-distortions need to be 
reviewed. 
 
Pakistan signed the final Act Embodying the Results of the Uruguay Round of 
Multilateral Trade Negotiations on April 15, 1994, which also includes the trade agreement on 
agriculture. As a signatory, Pakistan accepted all the Uruguay Round trade agreements under 
the World Organization (WTO), and is currently in the process of implementing most of the 
undertakings, and modifying its domestic legal and administrative rules to ensure their 
consistency with WTO obligations. The agreement on agriculture consists of four parts: the  
  xvi
agreement on agriculture; concessions and commitments made on market access, domestic 
support, and export subsidies; the agreement on sanitary and phytosanitary measures; and the 
decision concerning least developed and net food importing developing countries. To fully 
benefit from the Uruguay Round agriculture agreement, Pakistan needs to modify its extent of 
present involvement in the agricultural product and input markets and all other policies which 
discriminate against the agriculture sector, such as the price support programme, import 
subsidies, taxes on exports, etc. It is anticipated that after complete implementation of trade 
liberalization in the country, market forces might change the present low domestic output prices 
to the levels of world market prices. However, due to the uncertain nature of the agriculture 
sector and the present economic scenario in Pakistan, it is extremely difficult to quantify fully 
the impacts of the Uruguay Round Trade agreements. Therefore, for countries like Pakistan, 
most of the implications of all the Uruguay trade agreements on agriculture should be 
interpreted and undertaken with caution. 
To meet the country’s obligation towards globalization of merchandised trade under 
WTO, the government has taken various steps including reducing tariffs from more than 90% to 
45% on many products, lifting of some bans and quantitative restrictions, simplifying the 
existing complicated rules and procedures of export and import, privatizing many government-
owned trade related institutions, instituting market-oriented monetary and fiscal policies and 
outward looking trade policy and investment friendly policies for both local and foreign 
investors, developing a package of incentives for exporters and importers, establishing 
industrial and free trade zones, etc. The country may not see the impacts of these market-
oriented policies in the short run, but it is expected that in the long term, the economic situation 
will improve considerably with these structural reforms. 
With introduction of the market oriented reform development strategy and with a strong 
focus on export orientation, both exports and imports have been growing steadily since the early 
1980s, with exports highly concentrated in the cotton group. Total imports rose sharply 
compared to exports, resulting in a trade balance from US$ -2.45 billion in 1981 to -3.1 billion 
in 1996, mainly due to higher imports than exports. In agricultural trade, raw cotton, rice, fruits 
and vegetables, and fish and its preparations are the major export commodities, and edible oil, 
wheat, tea and milk and milk products are the main import commodities. Pakistan exported 
around 17% of the total production of cotton (fluctuating between 2 and 59% during 1981 to 
1996), and 40% of the total production of rice in 1995/96. Pakistan imported more than 2 
million tons of wheat in the 1990s, which is around 10% of the total production of wheat in the 
country. 
Pakistan trades agricultural commodities almost all over the world. However, its 
principal trade partners are limited to only a few countries. Thus, there is a need to diversify its 
trade partners to expand foreign exchange earnings from export of agricultural commodities. 
The major trade partners for its agricultural export commodities include Indonesia, Dubai, Iran, 
Thailand, Hong Kong, some African countries, Japan, China and Saudi Arabia. Countries from 
which Pakistan mainly imports agricultural commodities include USA, Malaysia, Indonesia, 
and Kenya.  
Domestic prices of most of the agricultural commodities were below world market 
prices, and support prices of these commodities were fixed by the government on a yearly basis. 
The direction of movement of prices of various agricultural commodities show that Pakistan has 
a comparative advantage in the production of Basmati rice, non-Basmati rice, cotton, and high-
value crops including fruits and vegetables, and non-traditional products such as cut flowers. 
There is a need to considerably improve the productivity of wheat, rice, cotton and all other 
traded commodities, since yields are far below the potential yield levels. Also, Pakistan needs to 
diversify its traditional export base to fully benefit from freer trade, in terms of products and 
markets, and to formulate policies and strategies that will ensure that its products are able to  
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compete in the international market with other producing countries, especially competing Asian 
countries. 
It is evident that Pakistan will face significant policy challenges in the course of its 
implementation of the Uruguay Round Agreement on Agriculture, including tariff reduction, 
elimination of import subsidy on wheat (staple food), phasing out all forms of price support 
policies and controls and reducing custom duties, quantity restrictions, exemptions, non-tariff 
barriers, etc. The WTO undertaking is very comprehensive and complicated, especially the 
agreement on sanitary and phytosanitary measures, environment, child labour, etc. Producers 
and exporters will face the challenge of competition for their products in the international 
market and will be required to follow the international rules of the GATT/WTO. So far, the 
majority of producers, exporters, policy makers, and the general public are unaware about the 
possible impacts, and Pakistan’s obligations under WTO. Therefore, there is a need to pursue 
public awareness programmes on the possible impact of trade liberalization, including trade 
policy developments, priorities and strategies of its major trading partners in export and import 
commodities. Also in order to smoothly proceed with the adjustment process towards a more 
liberalized economic environment, it is very important to analyze and identify the effects of 
trade liberalization on the agriculture sector in Pakistan, especially on the small farmers. In 
addition, in-depth study of the impacts of considerable tariff reduction and other concessions 
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